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Abstract 
New Zealand is among the early implementers of the self-assessment system that requires voluntary compliance 
among taxpayers. Despite its long experience (of more than a decade) with the system, its tax authority is still facing 
the non-compliance issue among their taxpayers. However, very few have been written on this issue. Thus, this study 
attempts to investigate the underlying reasons for non-compliance behaviour among individuals in relation to their 
income tax obligation. Data was gathered through telephone interviews with thirty participants, and analysed using 
thematic analysis. The findings suggest that sources of income, attitude, perceived behavioural control, tax 
knowledge, tax complexity and fairness perceptions have partly contributed to taxpayers non-compliance behaviour.  
© 2012 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of JIBES University, 
Jakarta   
Keywords: Non-compliance behaviour; self-assessment system; thematic analysis. 
1. Introduction 
The self-assessment system (SAS) has been widely implemented around the globe. One prominent 
attribute of SAS is voluntary compliance where the tax returns submitted by taxpayers are deemed to be 
their notice of assessment. In this instance, taxpayers are expected to be well-versed with the existing tax 
laws and provisions. This is especially crucial as they are answerable to the tax authorities in the case of a 
tax audit. In New Zealand, the SAS was fully implemented since 1998 after numerous reforms. These 
reforms were progressively undertaken in order to improve the income tax system, achieve a fairer and 
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more sustainable tax system and eventually improve tax compliance behaviour (Government of New             
Zealand, 2010). Notwithstanding these efforts, the New Zealand government is still experiencing on-
going non-compliance behaviour. For instance, in 2009 tax discrepancies relating to tax avoidance and 
evasion to the value of NZ$123 million were discovered. In addition to this amount, assessments worth of 
NZ$640 million were raised by the Inland Revenue Department in the absence of tax returns filed by 
taxpayers (New Zealand Inland Revenue, 2009). Despite this concerning issue of non-compliance, not 
much has been written in New Zealand setting except for few studies on demographic information and 
compliance behaviour (Tan, 1998), fairness perceptions and compliance behaviour (Hasseldine et al., 
1994), and readability of tax laws (Saw & Sawyer, 2010; Pau et al., 2007; Richardson & Sawyer, 1998). 
These previous studies have tended to focus on the limited determinants of the non-compliance behaviour 
although its motivations could actually go beyond that. This view motivates the researcher to investigate 
the underlying reasons of non-compliance behaviour among individual taxpayers in New Zealand. In 
order to meet this objective, interviews with individual taxpayers were conducted. The results of this 
study are expected to contribute to both tax literature and practice. The remainder of this paper is 
organised as follows: the following section contains a review of literature on tax (non)compliance 
behaviour. This is followed by the method of the study in Section III. Section IV highlights the results and 
discussion, while Section V concludes the study.  
2. Literature Review 
According to James and Alley (2002, p. 32), tax compliance refers to the willingness of individuals to 
act in accordance with both the spirit and the letter of the tax law and administration without the 
application of enforcement activity. Prior to that, Roth et al. (1989) defined tax compliance as filing all 
required tax returns at the proper time and that returns accurately report tax liability in accordance with 
the tax law applicable at the time the return is filed. Based on that note, tax non-compliance can be, on the 
other hand, defined as unwillingness to act in accordance with the tax law and administration applicable 
at one particular time. The motivation to understand why taxpayers do or do not comply led to numerous 
further research in this area, cutting across various disciplines such as accounting, economics, political 
science, public administration and psychology (Kasipillai & Jabbar, 2003). Such an understanding is vital 
in order to obtain greater levels of tax compliance and bridge the tax gap effectively (Department of the 
Treasury, 2007). Jackson and Milliron (1986), in their earlier review of 43 tax compliance studies 
undertaken from 1974 to 1985, identified fourteen key variables of compliance behaviour, which include: 
age; gender; education; income level; income source; occupation; peer influence; ethics; fairness; 
complexity; tax authority contact; sanctions; probability of detection; and tax rates. In relation to the 
identified variables, the authors further suggested that more research on the impact of ethics, fairness, 
complexity, probability of detection and tax rates on compliance behaviour is needed in the future. 
Thereafter, following Jackson and Milliron s (1986) recommendations, these variables have received 
significantly greater attention since 1985 (Richardson & Sawyer, 2001). To extend the work of Jackson 
and Milliron (1986), Richardson and Sawyer (2001) continued with the review of past studies beginning 
from 1986 to 1997 where they emphasised that while studies on the relationship between fairness 
perceptions and compliance behaviour have been growing, they failed to provide conclusive results. A 
positive relationship between tax fairness and tax compliance was demonstrated through survey data from 
1960-1980 by Etzioni (1986), who documented that the fairness perception is more likely to affect tax 
compliance rather than tax rates. Hite and Roberts (1992), Porcano and Price (1992), and Roberts (1994), 
on the other hand, found tax compliance to be significantly associated with perceptions of an improved 
tax system.   
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3. Methods 
From the invitation made to 2,267 potential participants (who were systematically selected from the 
New Zealand s 2008 Electoral Roll), 92 filled in the consent form indicating their willingness to 
participate in the telephone interviews. With reference to the addresses, the forms received were divided 
according to the regions to ensure the interview participants (as far as possible) were representative of 
New Zealand taxpayers. For the purpose of this study, only 30 participants finally took part in the 
telephone interviews due to time constraints. Furthermore, such number of participants is considered 
sufficient to answer the objective this study. The demographic description of the participants is presented 
in Table 1. The participants comprise 18 males and 12 females, from eight different regions in New 
Zealand. The largest group of participants reside in the Auckland region (ten participants), followed by 
the Canterbury and Wellington regions, with seven and five participants, respectively. In terms of 
participants occupations, eleven were salary earners with incomes derived from diverse backgrounds. 
The detail distribution of these eleven participants, according to their job descriptions, are: (1) three 
managers; (2) two lecturers; (3) one software consultant; (4) one business analyst; (5) one traffic 
engineer; (6) one factory worker; (7) one computer operator; and (8) one builder inspector. In addition to 
the salaried group, twelve participants were retirees with various work experiences. For example, the 
interviewees included a former Deputy Governor of the Reserve Bank and a former Vice Chancellor of a 
New Zealand university. The other ten participants in this group were: (1) two retired school teachers; (2) 
one retired accountant; (3) one retired customs officer; (4) one retired business person; and (5) five others 
who did not mention their previous occupations. The interviews also involved five self-employed persons, 
one full-time student (also working part-time), and an individual receiving government benefits. This 
beneficiary was also earning salary income from his two jobs. Demographically, the taxpayers 
participating in this study are identified as a mix of different occupational backgrounds and regional 
distribution, indicating a reasonably wide range of New Zealand taxpayers. It is anticipated that the 
differences in their social backgrounds would enable them to present views and arguments from different 
perspectives as well as provide rich information for the study. 
Table 1. Demographic description of the participants 
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4. Results and discussion 
When performing the step-by-step thematic analysis on the data as suggested by Braun and Clarke 
(2006), it was noticed that participants had mixed perceptions on the underlying reasons of non-
compliance behaviour. Most participants implicitly claimed that taxpayers compliance behaviour should 
be observed in terms of their sources of income. For salaried taxpayers, where their taxes were deducted 
at source, their compliance behaviour would be undoubtedly high since they have no choice but to 
comply:  
Most people that I ve mixed with, I think, pay [a] reasonable amount well, knowing that they 
have no chance of avoiding it because [they are] on a salary, and particularly when you ve got 
investment income, again, [whether to comply or not] up to the source [of incomes]. (Participant 
18, male, retired accountant)  
well, somebody in my position [salary earner], is in no position to do anything about it really, 
because I don t have any control. (Participant 17, male, computer operator)  
Wage and salary earners do [comply]. But I know there are a lot of businesses out there that 
don t pay their fair share of taxes. And I believe someone protected it, particularly I m gonna use 
the term, say Cambodian shop owners who have bakeries, although they work very long hours 
(seven days a week), I know the cash that they actually declare is the fraction of what they [are] 
actually earning, all right. (Participant 19, male, bank manager)   
Description Number 
Gender  
   Male 18 
   Female 12 
Occupation  
   Retired person 12 
   Full-time student  1 
   Self-employed 5 
   Salary and wage earner 11 
   Beneficiary 1 
Region  
   Auckland 10 
   Bay of Plenty 1 
   Canterbury 7 
   Hawkes Bay 1 
   Otago 1 
   Waikato 3 
   Wanganui 2 
   Wellington 5 
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Unlike salaried taxpayers, the self-employed have opportunities to decide whether to comply or not to 
comply with their tax obligation. Even though this view was mainly brought up by salary and wage 
earners or retirees, one participant, who used to be self-employed, admitted to the fact that many self-
employed people evaded tax. This evasion practice was performed by simply adjusting the income and 
expenses in the business to end up with a smaller tax liability. Participants commented as follows:   
I think that most people, you know, that have [a] small sole trader business, are you trying to tell 
me that the local dairy owner or fruit shop owner [is] paying the tax he should be paying? I m 
saying you are having a laugh. (Participant 7, male, builder inspector)  
I would say that the small self-employed businesses, I would have thought, may be trying to have 
a little bit of tax evasion. Doing cash jobs for friends and that, but otherwise I think the IRD is 
pretty hard to have not complied with, I would have thought. (Participant 8, male, traffic 
engineer)  
Another reason for tax non-compliance is taxpayers attitude of being greedy and no feelings of civic duty 
to share their incomes with other members of the society, as stated in the following comments:  
They re just greedy. They just want to keep more money themselves. (Participant 4, male, 
retired)  
some [people do not comply], I think it s just real greed, really I think some people just hold 
that kind of an attitude to life really, and comes into their taxes. (Participant 23, female, lecturer)  
Another potential reason for non-compliance, from the participants perspective, was the taxpayers 
belief that they could avoid paying tax without being caught by the IRD. Such perceived behavioural 
control among taxpayers motivated them to constantly not comply with their tax obligations. Some 
attributed that control to the assistance provided by the accountants, while others blamed the loopholes in 
the tax system itself that provided room for manipulation:  
because if people can get away with things, they will. (Participant 5, female, retired)  
I think it is possible that they think that for small occasional, say, source of income, they 
probably do things for friends, and they might think that they can get away with it enough.
(Participant 8, male, traffic engineer)  
I think probably most people would have tried to avoid tax if they know they can get away with 
it. (Participant 13, male, retired Deputy Governor)  
Interestingly, one participant, who was formerly a self-employed person, claimed that good tax 
knowledge could also motivate taxpayers to avoid (or evade) paying tax. In this instance, this comment 
suggests that taxpayers with good tax knowledge were not necessarily expected to comply with their tax 
obligations since some may have misused this in their attempt to avoid fully complying:   
If you ve got good knowledge, you ll probably attempt to, well, I wouldn t say avoid, but yeah, 
avoid paying as much, paying unnecessary tax. (Participant 24, male, retired business person)  
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Complexity of the income tax system was perceived as another rationale for non-compliance among 
taxpayers. Participants believed that complexity of the income tax system compelled taxpayers to not 
comply, either intentionally or unintentionally, for instance:  
I also think that probably some people don t comply strictly because the tax system is too 
complex. (Participant 12, male, self-employed)    
I think, sometimes people try to deliberately avoid doing it [tax compliance] because the aid 
[assistance from the IRD] is painful, especially if you re a small company and the provisional tax 
is coming  (Participant 26, female, lecturer)  
I think most people try to be compliant and if they aren t, it is because it is too complex.
(Participant 30, female, retired teacher)  
Another significant explanation for non-compliance was fairness perceptions of the income tax system as 
a whole. Participants clearly mentioned that their negative perceptions of the income tax system, 
particularly on the tax rate structures and government spending, had motivated them to avoid and evade 
paying tax:   
I don t think we do comply properly because the system is not fair I think that with a fairer tax, 
I think that we would comply, we would be much more happy to comply and we would like; I 
mean most of my [business expenses], in my business dates you know, I put back most [expenses] 
to wages so I don t have to pay such a high percentage in tax, but if it was a fair amount, I don t 
think we would have creative accounting like we do now. (Participant 20, female, office 
manager)  
And I think in most cases, people will evade it because they feel that money has been wasted.
(Participant 24, male, retired business person)  
I think a lot of [non-compliance behaviour] is down to people s perceptions of whether they are 
being treated fairly or not. (Participant 23, female, lecturer) 
5. Conclusion 
The on-going non-compliance behaviour in New Zealand is relatively a concern to the Inland Revenue 
Department. Yet, there are limited studies have been undertaken to date to delve in this issue. Thus, this 
study investigates taxpayers views on the underlying reasons of tax non-compliance behaviour. Using 
thematic analysis on the interview data, this study reveals that participants generally believed that sources 
of income, attitude, perceived behavioural control, tax knowledge, tax complexity and fairness 
perceptions have partly contributed to taxpayers non-compliance behaviour. The information obtained 
from this study would be beneficial to both tax literature and practice. In terms of tax literature, this 
information will add to the limited literature available in the region. Also, researchers may use these 
identified variables of non-compliance to examine the significant association between the variables in 
their future research. From the policy makers perspectives, this information will assist tax authority to 
develop appropriate strategies (such as tax education and tax simplification programme) in order to 
improve compliance among taxpayers.  
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